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borrower cannot or will not complete
the development, the District Director
will so indicate on Form FmHA or its
successor agency under Public Law 103–
354 1924–1 and request the State Direc-
tor to withdraw, for application on the
loan, any unused development funds re-
maining in the borrower’s supervised
bank account, if the borrower will not
sign a check for a refund to the loan
account.

§ 1924.12 Warranty of development
work.

(a) Form FmHA or its successor
agency under Public Law 103–354 1924–
19, ‘‘Builder’s Warranty,’’ or an insured
10-year home warranty as described in
Exhibit L of this subpart, and normal
trade warranties on items of equipment
will be issued to the borrower at the
completion of new building construc-
tion, dwelling rehabilitation by the
contract method, all cases of newly
completed and previously unoccupied
dwellings or construction under condi-
tional commitments issued to builders
and sellers.

(b) If the warranty is not an insured
10-year warranty, a completed Form
FmHA or its successor agency under
Public Law 103–354 1924–19, with war-
ranty protection for 1 year, must be
provided by the builder upon final ac-
ceptance of the work by the owner and
FmHA or its successor agency under
Public Law 103–354. If an insured 10-
year warranty is provided, the require-
ments of Exhibit L of this subpart
apply, and a copy of the warranty in-
surance policy or a binder must have
been received by FmHA or its successor
agency under Public Law 103–354 prior
to disbursement of the final payment
to the builder.

(c) If, for some reason, the warranty
insurance policy cannot be issued, the
contractor will be required to execute
Form FmHA or its successor agency
under Public Law 103–354 1924–19 and
the case will be forwarded to the State
Director for consideration of debar-
ment under the provisions of subpart M
of part 1940 (available in any FmHA or
its successor agency under Public Law
103–354 office). The County Supervisor
will assist the borrower to the extent
necessary under the provisions of the

warranty and subpart F of part 1924 of
this chapter.

(d) The County Supervisor will take
the following action prior to the expi-
ration of the first year of the warranty
period:

(1) As soon as the warranty has been
executed, the follow-up date for send-
ing Form FmHA or its successor agen-
cy under Public Law 103–354 1924–21,
‘‘Notice of Expiration of First Year of
Warranty,’’ which will be used for the 1
year warranty or the first year of the
insured 10-year warranty, will be post-
ed to the ‘‘Servicing and Supervision’’
section of the Management System
card.

(2) Form FmHA or its successor agen-
cy under Public Law 103–354 1924–21 is
provided for use in notifying the bor-
rower of the expiration date of the first
year of the warranty. This letter will
be mailed to the borrower early in the
second month preceding the expiration
date of the first year of the warranty
period.

(3) If the County Supervisor or Dis-
trict Director does not hear from the
borrower within 30 days, it can reason-
ably be assumed that no complaint ex-
ists or that any complaint has been
satisfied unless information to the con-
trary has been received.

(4) If the borrower notifies FmHA or
its successor agency under Public Law
103–354 that any complaint has not
been satisfied, an onsite inspection
shall be made as early as possible, but
not later than 1 month preceding the
expiration date of the first year of the
warranty. The results of the inspection
will be recorded on Form FmHA or its
successor agency under Public Law 103–
354 1924–12. If the borrower has com-
plaints, the case should be handled in
accordance with the provisions of sub-
part F of part 1924 of this chapter, or as
otherwise provided in this subpart.

[52 FR 8002, Mar. 13, 1987, as amended at 54
FR 14334, Apr. 11, 1989]

§ 1924.13 Supplemental requirements
for more complex construction.

This section includes additional pro-
visions that apply to planning and con-
duct of construction work on all mul-
tiple family housing projects and other
projects that are more extensive in
scope and more complex in nature than
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